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E.O. 1 1652: GDS 
TAGS: UNCTAD, ETRO 
SUBJECT: SUGAR NEGOTIATIONS 

1. FOLLOWING IS THE TEXT OE A "PROPOSED REGULATORY 
MECHANISM" PRESENTED TO MAJOR IMPORTERS BY MAJOR 
EXPORTERS MAY 16. EXPORTERS HAVE REQUESTED A MEETING 
MAY 17 TO DISCUSS THE PAPER. SINCE THE PAPER REPRESENTS 
NO ADVANCE ON MAJOR SUBSTANTIVE ISSUES, THE US DEL 
INTENDS TO DECLINE THE REQUEST TO MEET. 

2. COMPLETE TEXT OF EXPORTER PROPOSAL FOLLOWS: 

BEGIN TEXT: 

1 . ROLE OE QUOTAS IN THE REGULATORY MECHANISM 

EXPORTERS AND IMPORTERS AGREE THAT THE COUNCIL SHALL ESTABLISH 
A GLOBAL QUOTA AND KEEP IT UNDER CONSTANT REVIEW. THE COUNCIL 
MAY ADJUST THE GLOBAL QUOTA SHOULD THIS BE CONSIDERED NECESSARY. 
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IN THE EVENT THAT THE COUNCIL DOES NOT ADJUST THE GLOBAL QUOTA, 
EXPORT ENTITLEMENTS ARE TO BE ADJUSTED AUTOMATICALLY OR QUOTAS ON 
EXPORTS REMOVED IN ACCORDANCE WITH SPECIEIED PRICE TRIGGER POINTS 
ILLUSTRATED IN THE ATTACHED CHART. 

IMPORTERS AND EXPORTERS AGREE THAT THE PRICE RANGE SHOULD 
EXTEND OVER A 10 CENT BAND. (SEE CUBA CRP4 ADD.3 AND USA CRP7). 
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THERE IS DISAGREEMENT BETWEEN IMPORTERS AND EXPORTERS ON THE 
ROLE OE QUOTAS IN THE REGULATORY MECHANISM. IMPORTERS HAVE 
PROPOSED THAT QUOTAS SHOULD ONLY BE IMPOSED WITHIN 2 CENTS OF A 
10 CENT RANGE BUT THAT SUCH QUOTAS, IN A SITUATION OF RISING 
PRICES, COULD BE MAINTAINED OVER A RANGE OF 4 CENTS. 

EXPORTERS HAVE PROPOSED THAT THERE SHOULD BE PROVISION FOR 
QUOTAS THROUGHOUT THE WHOLE PRICE RANGE EXCEPT THAT THE COUNCIL 
COULD HAVE THE AUTHORITY TO SUSPEND SUCH QUOTAS WHEN THE PRICE 
EXCEEDS X PLUS 8. IN PUTTING FORWARD THIS PROPOSAL EXPORTERS 
PAID PARTICULAR REGARD TO THE SUGGESTION BY THE UNITED STATES 
FOR PROVISION FOR THE COUNCIL TO REVISE THE GLOBAL QUOTA, IN 
WHICH EVEN QUOTAS COULD NOT BE EQUATED WITH RESTRICTIONS. 

POSSIBLE SOLUTION 

THE EXPORTERS NOW SUGGEST THAT THERE COULD BE PROVISION 
FOR THE REMOVAL OF QUOTAS AT X PLUS 8 INSTEAD OF QUOTAS BEING SET 
AT "NOT LESS THAN 105 PERCENT". THIS SUGGESTION WOULD BE IN LINE 
WITH THE OBJECTIVE OF MAINTAINING PRICES WITHIN THE MIDDLE SECTOR 
OF THE PRICE BAND. IT IS INTENDED THAT THE REMOVAL OF QUOTAS 
WOULD PRECEDE ANY RELEASE OF MINIMUM STOCKS. 

2. INITIAL EXPORT SHARES 

IMPORTERS AND EXPORTERS AGREE THAT INITIAL EXPORT SHARES 
SHOULD BE DETERMINED WITH REFERENCE TO: 
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(I) EXPORT PERFORMANCE; 

(II) ESTIMATES OF SHORT-TERM EXPORT AVAILABILITY TO THE 
FREE MARKET. 

THIS WILL BE DONE PRIMARILY THROUGH CONSULTATION AMONG EXPORTERS; 
IMPORTERS SHOULD BE CONSULTED BEFORE APPROVAL OF FINAL FIGURES. 

IMPORTERS AND EXPORTERS HAVE ALSO AGREED THAT SUCH 
SHARES WILL BE LISTED IN AN ANNEX ATTACHED TO THE AGREEMENT 
AND THAT THEY WILL BE USED FOR DISTRIBUTION OF THE GLOBAL 
QUOTA IN 1978 AND 1979. 

3. ADJUSTMENT OF QUOTA SHARES 

IMPORTERS AND EXPORTERS HAVE AGREED THAT FROM THE THIRD 
YEAR ONWARDS QUOTA SHARES SHALL BE ADJUSTED. THERE IS DISAGREE- 
MENT AMONG THEM HOWEVER ON: 

(A) WHETHER THE ADJUSTMENT BE MADE ONLY ONCE OR ANNUALLY; AND 
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(B) WHETHER THE ADJUSTMENT SHALL BE MADE ENTIRELY 

ON THE BASIS OF EXPORT PERFORMANCE OR A FORMULA 

OR BY A RENEGOTIATION OF THE ANNEX MENTIONED IN 2 ABOVE. 

POSSIBLE SOLUTION 

EXPORTERS CANNOT ACCEPT THAT ADJUSTMENTS BE MADE ENTIRELY 
ON THE BASIS OF EXPORT PERFORMANCE. HOWEVER, EXPORTERS ARE 
WILLING TO EXAMINE ANY PROPOSAL THAT MIGHT RESULT IN A SUITABLE 
ADJUSTMENT OF QUOTA SHARES. IN THIS REGARD, EXPORTERS BELIEVE 
THAT ANY SOLUTION THAT IS FOUND SHOULD CONTAIN SAFEGUARDS TO: 

(A) AVOID THAT EXPORTING MEMBERS WHICH HAVE ALWAYS COMPLIED 
WITH THEIR QUOTAS IN EFFECT RECEIVE, UNDER THE NEW CRITERIA, 

LESS THAN THEY WOULD RECEIVE IF THE DISTRIBUTION OF THE 

GLOBAL QUOTA WERE MADE IN ACCORDANCE WITH THE ANNEX MENTIONED 
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IN 2 ABOVE; 

(B) EXCLUDE FROM CONSIDERATION ATYPICAL YEARS (THIS IDEA IS ALSO 
ENVISAGED BY JAPAN - SEE PROPOSAL IN ARTICLE 32, DOC. C.I./CRP. 

3/ADD.2). 

4. MINIMUM STOCKS (SIZE) 

IMPORTERS AND EXPORTERS HAVE AGREED THAT EXPORTERS SHALL BE 
REQUIRED TO HOLD MINIMUM STOCKS BUT THERE IS DISAGREEMTNT 
AS TO THE SIZE OF SUCH STOCKS. 

EXPORTERS ARE PREPARED TO HOLD, AT THEIR OWN COST, A QUANTITY 
OF SUGAR IN STOCK CORRESPONDING TO 10 PERCENT OF THEIR INITIAL 
EXPORT ENTITLEMENTS OR SOME OTHER COMPARABLE FIGURE. 

IMPORTERS HAVE SUGGESTED A TOTAL MINIMUM STOCK OF 4 MILLION TONS. 
THIS QUANTITY IS EQUIVALENT TO 27 PERCENT OF THE ESTIMATED NET 
IMPORT REQUIREMENTS OF THE FREE MARKET IN 1978 (SEE STATISTICAL 
COMMITTEE CRP.9). TAKING INTO ACCOUNT SUGAR TO BE EXPORTED BY 
ASSURED NON MEMBERS (RHODESIA AND TAIWAN) AND BY SMALL EXPORTERS; 
AND NOTING THE FACT THAT NOT ALL ELIGIBLE EXPORTERS WILL JOIN THE 
NEW AGREEMENT, A MINIMUM STOCK OF 4 MILLION TONS WOULD MEAN THAT 
COUNTRIES WHICH JOIN THE AGREEMENT AND SUBJECT THEMSELVES TO 
STOCK HOLDING DISCIPLINES WOULD BE REQUIRED TO HOLD A QUANTITY 
OF SUGAR EQUIVALENT TO MORE THAN 30 PERCENT OF THE RESIDUAL 
FREE MARKET. SUCH A REQUIREMENT IS NOT ONLY PATENTLY INEQUITABLE 
BUT ALSO IMPRACTICABLE. 
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POSSIBLE SOLUTION 

EXPORTERS NOT TO BE REQUIRED TO HOLD MINIMUM STOCKS IN EXCESS 
OE 10 PERCENT OE THEIR INITIAL EXPORT ENTITLEMENT OR SOME 
COMPARABLE EIGURE. THIS REQUIREMENT TO BE SUPPLEMENTED BY 
PROVISION EOR THE ESTABLISHMENT OE SPECIAL STOCKS, THE CONCEPT OP 
WHICH MIGHT BE SET OUT IN AN ARTICLE ALONG THE POLLOWING LINES: 

SPECIAL STOCKS 

"(1) AS SOON AS POSSIBLE ALTER THE ENTRY INTO PORCE OP THIS 
AGREEMENT THE COUNCIL SHALL EXAMINE WAYS TO PINANCE SUGAR THAT 
EXPORTING MEMBERS MAY HOLD IN STOCK AS A RESULT OP QUOTA CUTS. 
SUCH SUGAR WILL BE REGARDED AS SPECIAL STOCKS. 

(2) ONCE THE COUNCIL HAS COMPLETED ITS EXAMINATION AND ESTABLISHED 
AN APPROPRIATE PINANCING SCHEME ANY EXPORTING MEMBER 

WHICH IS REQUIRED TO HOLD SUCH SPECIAL STOCKS MAY APPLY FOR 
FINANCIAL ASSISTANCE. 

(3) THE COUNCIL WILL ESTABLISH RULES OP PROCEDURE REGULATING THE 
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QUANTITY OF SUGAR WHICH AN INDIVIDUAL EXPORTING MEMBER MAY HOLD 
AS SPECIAL STOCKS, AND OTHER MATTERS RELATING TO THE AVAIL- 
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ABILITY OF FINANCE." 

THE ABOVE APPROACH HAS THE ADVANTAGE THAT IT ALLOWS TIME FOR A 
THOROUGH EXAMINATION OE THE POSSIBLE SOURCES OF FINANCE TO ASSIST 
EXPORTERS IN HOLDING STOCKS, INCLUDING IN PARTICULAR THE 
POSSIBLE CONTRIBUTIONS TO BE MADE BY IMPORTING MEMBERS. IT 
SHOULD BE NOTED THAT THE DELAY IN FINALISING SOME FINANCING 
SCHEME WILL BE INCONSEQUENTIAL IN TERMS OF THE OPERATION OE THE 
AGREEMENT BECAUSE EXPORTING MEMBERS WILL BE REQUIRED TO ACCUMULATE 
MINIMUM STOCKS BEFORE SPECIAL STOCKS AND WILL NEED AT LEAST ONE 
YEAR TO COMPLETE SUCH ACCUMULATION. 

4. (B) MINIMUM STOCKS (RELEASES) 

TO DATE IMPORTERS AND EXPORTERS HAVE BEEN UNABLE TO AGREE ON THE 
TIMING OE RELEASES FROM MINIMUM STOCKS. EXPORTERS INITIALLY 
PROPOSED THAT THE COUNCIL BE GIVEN DISCRETION TO RELEASE MINIMUM 
STOCKS AT X PLUS 8 AND THAT SUCH RELEASES BE MANDATORY WHEN 
PRICES EXCEEDED X PLUS 10. 

FOR THEIR PART, IMPORTERS HAVE SUGGESTED THAT MINIMUM SOTCKS BE 
RELEASED IN THREE "TRANCHES" AT X PLUS 8, X PLUS 9 AND X PLUS 10. 

THE AREAS OF DISAGREEMTN BETWEEN IMPORTERS AND EXPORTERS THERE- 
FORE ARE TIMING OF REALESES FROM MINIMUM STOCKS AND THE 
QUANTITIES TO BE RELEASED AT EACH TRIGGER POINT. 

POSSIBLE SOLUTION 

IF A MINIMUM STOCK OF 10 PERCENT OE EXPORT ENTITLEMENTS IS 
ACCEPTABLE EXPORTERS PROPOSE THAT WHENEVER PRICES EXCEED X PLUS 8 
AND QUOTAS HAVE BEEN REMOVED, 1/3RD OF AVAILABLE MINIMUM STOCKS 
MUST BE RELEASED. HOWEVER THE COUNCIL SHALL HAVE DISCRETION TO 
ESTABLISH THE ACTUAL PERCENTAGE TO BE RELEASED. IN ANY CASE THE 
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REMAINDER OE THE MINIMUM STOCKS WOULD BE RELEASED IN PHASES 
WHEN THE MARKET PRICE EXCEEDS X PLUS 10. 

WHEN SPECIAL STOCKS ARE ESTABLISHED THE AGREEMENT WOULD PROVIDE 
THAT THEY ONLY BE RELEASED TO THE MARKET AFTER ALL MINIMUM 
STOCKS HAVE BEEN RELEASED. 

5. SUPPLY COMMITMENTS 

IMPORTERS HAVE REQUESTED THAT A SUPPLY COMMITMENT OBLIGATION BE 
WRITTEN INTO THE AGREEMENT AND THAT IT BE TRIGGERED AT X PLUS 12. 

EXPORTERS DO NOT ENVISAGE A SUPPLY COMMITMENT PROVISION WITHOUT 
A PARALLEDL PROVISION FOR PURCHASE COMMITMENTS. 
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POSSIBLE SOLUTION 

EXPORTERS ARE PREPARED TO CONTEMPLATE A SUPPLY COMMITMENT 
OBLIGATION PROVIDED THAT SUCH A COMMITMENT IS: 

(A) VOLUNTARY 

(B) LIMITED TO A QUANTITATIVE OBLIGATION ONLY I.E. EXPORTERS 

DO NOT UNDERTAKE TO SUPPLY COMMITMENT SUGAR AT A FIXED SUPPLY 
COMMITMENT PRICE 

(C) THE MINIMUM STOCK OBLIGATION OF EXPORTERS WHO VOLUNTEER TO 
SUPPLY COMMITMENTS WILL BE REDUCED BY AN APPROPRIATE PERCENTAGE. 

6. IMPORTS FROM NON MEMBERS 

IMPORTERS AND EXPORTERS HAVE AGREED THAT THE AGREEMENT SHALL IN- 
CLUDE PROVISION FOR RESTRICTIONS ON IMPORTS FROM NON MEMBERS TO 
LEVELS AT LEAST EQUAL TO PAST PERFORMANCE. HOWEVER IMPORTERS HAVE 
YET TO RECOGNISE THAT NON MEMBERS WOULD HAVE AN UNFAIR ADVANTAGE 
IF THEY WERE TO BE ALLOWED TO EXPORT QUANTITIES OF SUGAR 
EQUIVALENT TO PAST PERFORMANCE AT A TIME WHEN EXPORTING MEMBERS 
WERE ACCEPTING THE DISCIPLINE OF QUOTA CUTS. ANOTHER POINT OF 
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DISAGREEMENT IS WHETHER THE RESTRICTIONS ON IMPORTS FROM NON 
MEMBERS SHOULD BE APPLICABLE TO NON MEMBER IMPORTS AS A GROUP 
RATHER THAN ON A COUNTRY-BY-COUNTRY BASIS. 

POSSIBLE SOLUTION 

IN VIEW OF THE POINT MADE BY IMPORTERS THAT SOME OF THEIR 
NUMBER WOULD HAVE DIEFICULTY IN PROHIBITING IMPORTS FROM NON 
MEMBERS, EXPORTERS PROPOSE THAT THE AGREEMENT SHOULD PROVIDE FOR 
ALTERNATIVE DEGREES OF RESTRICTIONS ON SUCH IMPORTS AND THAT 
INDIVIDUAL IMPORTING MEMBERS BE GIVEN THE FREEDOM TO SELECT 
ONE OR OTHER OF THE ALTERNATIVES EOR THE DURATION OF THE 
AGREEMENT. THE ALTERNATIVES ARE OUTLINED IN THE ATTACHED 
CHART. 

7. SHORTFALLS 

THERE IS DISAGREEMENT AMONG IMPORTERS AND EXPORTERS ON 

THE QUESTION OF THE REDISTRIBUTION OE SHORTFALLS FOR IMPORTERS, 

"AUTOMATICITY " IS THE WORD; FOR EXPORTERS, IT IS "DISCRETION 

OF THE COUNCIL". HOWEVER, IMPORTERS ENVISAGE QUOTAS ONLY APPLYING 

BELOW X PLUS 2, A POINT WHICH EXPORTERS CONSIDER TO BE EAR TOO LOW. 

POSSIBLE SOLUTION 

EXPORTERS PROPOSE THAT THE REALLOCATION OF SHORTFALLS SHOULD 
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BE AUTOMATIC, UNLESS THE COUNCIL DECIDES OTHERWISE, WHEN THE 
PRICE IS BETWEEN X PLUS 1.5 AND X PLUS 8. WHEN THE PRICE IS 
BETWEEN X AND X PLUS 1 .5 THE QUESTION OE REALLOCATION OF SHORTFALLS 
SHOULD BE AT THE COUNCIL'S DISCRETION. END TEXT.SORENSON 
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